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STATEMENT THAT MEETING BETWEEN HIM AND ICELANDIC PRIME 
MINISTER WOULD PROBABLY NOT BE PRODUCTIVE AT PRESENT 
PROBABLY ORIGINATED IN CORRESPONDENCE WILSON HAD WITH 
LABOR MP ON FISHERIES DISPUTE. WILSON LETTER TO MP I AMES 
JOHNSON REPORTED IN BRIEF ARTICLE IN "TIMES" JANUARY 7. 

2. FCO OFFICIAL TOLD EMBASSY OFFICER THAT "TIMES" 

ARTICLE DID NOT REFLECT FULL IMPACT OF WILSON'S LETTER 
WHICH FCO HAD ASSISTED IN PREPARING. WHILE PRIME 
MINISTER DID WRITE THAT HE FELT MEETING WITH ICELANDIC 
PRIME MINISTER WOULD NOT BE "USEFUL" AT THE PRESENT TIME, 
WILSON HAD REITERATED STANDARD UK LINE, INCLUDING ITS 
WILLINGNESS TO REACH NEGOTIATED SETTLEMENT OF DISPUTE AS 
SOON AS POSSIBLE AND UK WILLINGNESS TO RESUME NEGOTIA- 
TIONS "AT ANY TIME, ANYWHERE, AT ANY LEVEL." FCO DID NOT 
FEEL WILSON'S LETTER TO MP OFFERED ANYTHING BEYOND A RE- 
STATEMENT OF PREVIOUS UK POSITION. FURTHERMORE, FCO WAS 
NOT AWARE THAT PRIME MINISTER HAD AUTHORIZED PUBLICATION 
OF HIS CORRESPONDENCE WITH MP OR THAT REUTERS HAD PICKED 
UP THE STORY FOR PUBLICATION ABROAD. 

3. AMERICAN JOURNALIST IN LONDON, WHO HAS BEEN BIRD- 
DOGGING THE COD WAR OVER THE LAST FEW MONTHS, TOLD EM- 
BASSY OFFICER JANUARY 8 THAT ICELANDIC EMBASSY IN LONDON 
HAS CHOSEN TO INTERPRET PRIME MINISTER S LETTER TO MP AS 
NEXT STEP IN CORRESPONDENCE EXCHANGE BETWEEN WILSON AND 
ICELANDIC PRIME MINISTER HALLGRIMSSON (I.E., "AS AN 
ANSWER TO HALLGRIMSSON'S PRE-CHRISTMAS LETTER, REFERENCE 
C). ACCORDING TO NEWSMAN, ICELANDIC EMBASSY DOES NOT 
HAVE FULL TEXT OF MP S LETTER TO WILSON OR OF HIS REPLY 
AND IS RELYING ON PRESS REPORTS EXCLUSIVELY. FCO 
OFFICIAL MADE IT QUITE CLEAR, HOWEVER, THAT HMG HAS NOT 
RESPONDED TO HALLGRIMSSON LETTER IN ANY WAY AND DOES NOT 
FEEL ICELANDIC PRIME MINISTER'S LETTER CALLED FOR REPLY. 

(FYI: EMBASSY OFFICER SUGGESTED TO NEWSMAN THAT ICE- 
LANDIC EMBASSY IN LONDON MIGHT WELL BE UNJUSTIFIED IN 
TAKING FOR GOVERNMENT POLICY PRIME MINISTER S LETTER TO 
LABOR MP ONLY PARTS OF WHICH IT HAS SEEN. END FYI) 

4. ICELANDIC EMBASSY OFFICER TOLD AMERICAN NEWSMAN THAT 
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ICELANDIC CABINET MEETING JANUARY 7 HAD REACHED TWO DE- 
CISIONS ON FUTURE HANDLING OF DISPUTE WHICH MAY HAVE. IN 
OUR VIEW, BEEN BASED IN PART ON THEIR MISREADING OF THE 
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INTENT OF WILSON S LETTER TO MP. ICELANDIC CABINET DE- 
CIDED TO INVITE NATO SECRETARY GENERAL LUNS TO COME TO 
REYKJAVIK NOT IN A PROSPECTIVE ROLE AS MEDIATOR, BUT IN 
ORDER TO IMPRESS UPON HIM SERIOUSNESS WITH WHICH ICELAND 
VIEWS THE DISPUTE IN TERMS OF ITS NATO MEMBERSHIP AND 
NATO USE OF BASES. 

5. SECOND DEAISION REACHED BY CABINET, ACCORDING NEWSMAN, 
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WAS TO POSTPONE SHIFTS PLANNED IN ICELANDIC DIPLOMATIC 
ASSIGNMENTS WHICH WOULD HAVE RESULTED IN MOVING ICE- 
LANDIC AMBASSADOR IN LONDON TO BONN AND AMBASSADOR IN 
BONN TO LONDON. AT AN EARLIER TIME REYKJAVIK HAD DECIDED 
TO GO AHEAD WITH THE EXCHANGE EVEN THOUGH ICELANDIC AM- 
BASSADOR IN LONDON RECOMMENDED AGAINST IT. THUS, 
CABINET DECISION POSTPONING THE TRANSFERS REPRESENTS 
CHANGE OF DECISION AT HIGHEST LEVEL, REFLECTING 
SERIOUSNESS WITH WHICH ICELAND VIEWS CURRENT SITUATION. 

6. IN ADDITION TO THESE TWO DECISIONS, CABINET APPARENTLY 
ALSO DECIDED TO BEEF UP ITS EFFORTS IN NATO AND IN UN 
ACCORDING TO AMERICAN NEWSMAN. 

7. BRITISH PPESS JANUARY 9 REPORTS THE LUNS INVITATION 
SUGGESTING THAT REYKJAVIK IS SEEKING SPECIAL MEETING OF 
NATO COUNCIL. PRESS ALSO REPORTS 1) SIMULTANEOUS EX- 
CHANGE OF OFFICIAL PROTESTS ON COLLISION IN ICELANDIC 
WATERS OF BRITISH FRIGATE WITH ICELANDIC GUNBOAT THOR, 
AND 2) THAT I ART, AND "THREATENS" BREAK IN DIPLOMATIC RE- 
LATIONS WITH UK. 

8. PRESS REPORTS JANUARY 9 FURTHER THAT ICELAND RECALLING 
ITS AMBASSADOPS TO US, UN AND CANADA FOR CONSULTATIONS 
AND THAT ICELAND WILL SEND SENIOR DIPLOMAT TO VISIT ALL 
NATO CAPITALS IN EUROPE TO PRESENT ICELAND'S CASE AND 
SEEK SUPPORT AGAINST BRITAIN'S "UNLAWFUL USE OF FORCE.” 

9. EMBASSY OFFICERS HAVE ADDITIONAL APPOINTMENT TO DIS- 
CUSS ICELAND WITH FOREIGN OFFICE AT NOON TODAY (JANUARY 
9), AND WE SHALL REPORT BY TELEPHONE OR IMMEDIATE CABLE 
ANY FURTHER SIGNIFICANT DEVELOPMENTS. 

RICHARDSON 
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